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APITAL SPENDING IN PHILADELPHIA 
plant and equipment will be higher next year, 
lans of manufacturers in the Philadelphia area. 
Aspects, inventory expectations and probable 
are also projected in this survey. 


FARM LENDING IN THE THIRD DISTRICT 


The results of a recent survey of bank loans to agriculture 
showing details about the lenders, the borrowers and the loans 





CAPITAL SPENDING SURVEY FOR 1957 


Manufacturers in the Philadelphia area say they 
are going to spend $381 million for construction 
and equipment during 1957. In 1956, outlays 
amounted to $337 million. The 13 per cent in- 
crease anticipated would be the largest gain since 
1954. 

The anticipated increase is heartening. It means 
jobs and more income for construction workers 
and equipment makers. Indirectly, at least it 
should buoy the entire area economy. 

Certainly, manufacturers’ spending plans re- 
flect more optimism now than a year ago at this 
time. In September 1955, manufacturers told us 
they expected spending to decline by 6 per cent in 


ey 


1956. Actually, spending was about 10 per cent 
higher in 1956 than in 1955. 

The manufacturers reporting in this survey are 
by no means confined to Philadelphia county. The 
area surveyed includes Bucks, Chester, Delaware 
and Montgomery counties in Pennsylvania plus 
Burlington, Camden and Gloucester counties in 
New Jersey. 


Big Spenders Will Swing It 


Total spending is to go higher next year largely 
because the big spenders plan it that way. The 
table on page 5 illustrates this point by industry 


group. 


gt. 
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Actual outlays by petroleum, chemicals, and 
primary metals firms last year were about as large 
as the combined expenditures of all the other in- 
dustry classifications. This year, petroleum firms 
plan a 43 per cent increase in capital spending; 
the chemicals group says it is going to spend 63 
per cent more than in 1955; and primary metals 
manufacturers look for a gain of 6 per cent. 

Only four of the remaining 13 industry classi- 
fications plan larger outlays in 1957 than in 1956. 
Printing firms say they will up spending by 12 
per cent; rubber and leather manufacturers are 
to hike their total 63 per cent; and instruments 
and miscellaneous manufacturers expect to regis- 
ter a 24 per cent gain. One other group—textile 
—expects to spend about the same amount as in 
1956. 

The other nine industry groups see declines 
ahead. The decreases range from a slight 2 per 
cent drop expected by machinery makers to a sub- 
stantial 84 per cent cutback in the offing for 
apparel manufacturers. 

Looking at it a different way, the conclusion 
holds that the increase in total spending planned 
this year is not as broad-based as it might be. Of 
the firms planning changes in their spending pro- 
grams in 1957, 60 per cent look for declines. 

The tendency for a few big increases to more 


than counterbalance many small decreases goes 
right down into the industrial classifications. The 
only industry groups in which more firms plan to 
- increase spending are petroleum, instruments and 


miscellaneous, and — strangely — transportation 
equipment. Transportation equipment makers are 
the exception that proves the rule, “a few large 
decreases in this category outweigh many in- 
creases.” 


They said it, but will they do it? 


Surveys of consumer and business intentions were 


Sutnen covey 


discussed in this Review two months ago. At that 
time we observed that projections from these sur- 
veys had, on occasion, gone awry. Our survey of 
September 1955 was such an occasion. 

In September a year ago, manufacturers antici- 
pated a 6 per cent decline in capital spending. We 
find now that capital spending actually increased 
by about 10 per cent. That is a rather large swing- 
around. What happened? 

We don’t know exactly what happened, but we 
do know about when it happened. Last March we 
conducted our annual recheck on the survey. The 
recheck revealed a tremendous change in inten- 
tions. It indicated a capital spending figure 15 per 
cent higher instead of 6 per cent lower than 1955. 
The revised projection came very close to the 
actual mark. The change in plans must have taken 
place over the period between September 1955 
and March 1956. 

A spending total much different from planned 
raises questions. Some say that an early survey 
such as ours (September) will inherently under- 
estimate spending, the theory being that survey 
respondents will tend to list only those expendi- 
tures definitely planned. Definitely planned ex- 
penditures, it is said, will be relatively few before 
year-end board meetings. 

This theory could be used to explain what hap- 
pened last year. Actually, however, over the 8 
years that we have measured capital spending, 
there were two years when actual spending fell 
short of plans. What theory or theories fit the 
overestimates ? 

In the main, explanations for overestimates re- 
volve around the tendency for operating people 
to make high-cost estimates. According to this 
theory, they do this to avoid having to justify re- 
quests for supplementary appropriations because 
original grants prove inadequate. But since our 
surveys have revealed no definite bias toward 
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INTENTIONS HAVE POINTED IN THE RIGHT DIRECTION 
EXCEPT LAST YEAR 


PER CENT 
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either underestimating or overestimating, we are 
reluctant to put much faith in these explanations. 

Still another explanation frequently put forth 
is that the direction of business activity is respon- 


sible for plan changes. According to this theory, 
when business is better than expected at the be- 


ginning of the year, plans are revised upward. The 
opposite reaction follows a disappointing business 
year. This explanation seems to fit our experience 
some, but by no means all, of the time. 

What all this may seem to mean is that there is 
no all-purpose explanation for deviations in actual 
capital spending from projections. Plans can be 
changed. Fortunately, in the post-war period the 
big changes have been upward. But there is no real 
evidence that suggests a large downward revision 
is not possible. 


A Little Perspective 


Chart number 1 on page 8 shows the trend of 
capital spending since 1952. Before 1952 our 
capital spending survey was confined to firms in 


Philadelphia county. Actual expenditures in 1956 
topped by 1 per cent the previous peak set in 1954. 

Within the total, 4 industry groups made 
record capital outlays in 1956. Primary metals 
manufacturers have stepped up their spending 
each year since 1952, and stone, clay and glass 
makers since 1953. The apparel group, after 
reaching a 4-year low in 1955, rebounded to a new 
peak in 1956. Spending by paper makers was 
sluggish in 1953 and 1954, but bounced back 
strongly in 1955 and 1956. 

It is surprising that 4 industry groups spent 
less in 1956 than in any other year measured. 
Capital spending by machinery and textile firms 
has decreased each year since 1953. The lumber 
and furniture group has cut back spending dur- 
ing the past two years. Printing and publishing 
firms retreated sharply in 1956. 


A matter of technique 


The capital expenditure figures are based on a 
blow-up of estimates from about 550 firms which 
account for almost 60 per cent of the manufac- 
turing employment in the area. The sample in- 
cludes both large and small companies. Some 
companies own plants in various parts of the 
country. Only those expenditures made on plants 
located within the Philadelphia area are in- 
cluded in this survey. 


CAPITAL OUTLAYS 
BY UTILITIES AND RAILROADS 


Railroads and utilities serving the Philadelphia 
metropolitan area plan to spend about $176 
million on plant and equipment in |957. This is an 
increase of 4 per cent over the actual 1956 mark. 
In 1956 spending was 13 per cent higher than 
anticipated in last year's survey. 
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1957 CAPITAL EXPENDITURE EXPECTATIONS 
OF PHILADELPHIA METROPOLITAN AREA MANUFACTURERS 


(In millions of dollars) 


Industries 


All manufacturing 

Durables 
Lumber and furniture 
Stone, clay and glass 
Primary metals 
Fabricated metals 
Machinery (excluding electric) 
Electrical machinery 
Transportation equipment 
Instruments and miscellaneous 

Nondurables 
Food and tobacco 
Textiles 
Apparel 
Paper 
Printing and publishing 
Chemicals 
Petroleum and coal products 


Rubber and leather 


Throughout the report, we have referred to the 
$337 million of expenditures in 1956 as actual 
outlays. There is an element of estimate in this 
figure because the reports were submitted three 
months before the year end. 


EMPLOYMENT MAY INCH UPWARD 


Capital spending plans give us clues to probable 
employment trends. Increases tend to buoy em- 
ployment, but not necessarily manufacturing 
employment, in this area. Building of new fac- 
tories calls for construction workers. Equipment 
may be purchased from firms located outside the 
area. So that each year as part of our survey, we 
ask manufacturers to list for us probable changes 
in employment. This year the probable changes 
add up to a slight increase. 


Total actual 
expenditures 
1956 


Anticipated 


expenditures recat 


1957 change 


Of the 16 industry classifications, 12 expect 
some increase in employment by March 1957. 
The largest increase is expected by machinery 
makers. They expect to have about 3,500 more 
workers on their payrolls by next March. Tex- 
tile, electrical machinery, and fabricated metals 
firms also expect increases in excess of 1,000. A 
large decrease of 4,300 workers is anticipated by 
the food and tobacco group. A decrease of this 
size is normal over this part of the year. 


Below Previous Periods 


The table on the following page shows manufac- 
turing employment each September since 1953. 
The trend is not encouraging. Factory employ- 
ment has slipped some each year. In 1956, work 
forces were 11 per cent below September 1953. 
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ESTIMATED EMPLOYMENT IN THE 
PHILADELPHIA METROPOLITAN AREA 
(In thousands) 


Industries vee 


All manufacturing 
Durable goods 
Lumber and furniture 
Stone, clay and glass 
Primary metals 
Fabricated metals 
Machinery (excluding electric) .... 
Electrical machinery 
Transportation equipment 
Instruments and miscellaneous ... . 
Nondurable goods 
Food and tobacco 
Textiles 
Apparel 
Paper 
Printing and publishing 
Chemicals 
Petroleum and coal products 


Rubber and leather 


It is not difficult to find reasons for the decline 
that took place in 1954. There was a nationwide 
recession in business activity. What is surprising 
is that factory employment in the Philadelphia 
area continued to recede in 1955 and 1956 in the 
face of an upsurge in general business activity. 

Nationally, factory worker totals are up about 
7 per cent from September 1954. In the Phila- 
delphia area, this kind of employment is down 1 
per cent. 

The largest cutbacks have been in transporta- 
tion equipment workers. Employment in this 
category is only about half as large as in Sep- 
tember 1953. Even from a year ago, the decline 
is 19 per cent, or nearly 7,000 workers. Makers 
of railroad equipment, aircraft, ships, and motor 
vehicles are included as transportation equip- 
ment. 


INVENTORIES 


Our past experience with the inventory survey 
has not been good. Inventory policies are sub- 
ject to sudden wide changes. Even the 3-month 
forecast we asked for in prior years proved un- 
reliable. 


PERCENTAGE DISTRIBUTION OF 
MANUFACTURERS’ SHORT-RUN 
INVENTORY PLANS 

No 


Industries change Increase Decrease 


All manufacturing .. 66 17 17 
Durables 59 18 23 
Nondurables .... 73 15 12 


So this time we did not try to be as precise 
with our inventory projection. We asked manu- 
facturers if they could see any definite change in 


MANUFACTURERS’ PLANS AND 





their inventory policy in 1957. Our only concern 
was to see if there was any widespread feeling 
that stocks should be augmented or depleted. 
There wasn’t. The results of our survey indicate 
that most manufacturers are satisfied with their 
present inventory positions. 


PRODUCTION TRENDS 
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The two-to-one margin by which firms in- 
creasing output exceeded those cutting back will 
be maintained or bettered, according to their 
projections. In the fourth quarter of 1956, about 
48 per cent expect increases and just 14 per cent 
look for declines. For the first quarter next year 
it is 38 per cent up and 15 per cent down. Next 


spring should find the local economy rolling in 
high gear with almost four times as many firms 
looking for gains as for decreases. In all of the 
periods measured, firms looking for gains in pro- 
duction larger than 5 per cent greatly outnumber 
those projecting smaller increases. 

The table below gives the actual direction of 
change in production in the third quarter of 1956 
from the second quarter. Manufacturers’ projec- 
tions of changes in output for the following three 
quarters follow. Each quarter is measured against 
the preceding. 


This September, for the first time in our fall 
survey, we asked manufacturers about potential 
changes in production. Judging from their re- 
plies, it looks as though larger output is to be the 
order of the day right through June 1957. 

First, we found that in the third quarter of 
1956 nearly 40 per cent of all manufacturers pro- 
duced more than in the second quarter, more 
than 40 per cent held production about even, and 
not quite 20 per cent cut back output. The third 
quarter, of course, was affected by the steel 


strike. (continued on page 10) 


PERCENTAGE DISTRIBUTION OF MANUFACTURERS’ 
SHORT-RUN PRODUCTION PLANS 


Third Quarter, 1956 Fourth Quarter, 1956 First Qu 
No In- De- No In- De- & 
change crease creasechange crease creaseg 


All manufacturing 38 «619: «3848 

Durables 37 21 ae 
Lumber & furniture ...... 53 7 34 
Stone, clay & glass 30 25°45 
Primary metals 29 30 Ea 
Fabricated metals 29 +27 a 
Machinery (excl. elec.) .. .. 40 21 36 
Electrical machinery 46 21 2i 
Transportation equip. .... 8 l7 =a 
Miscellaneous 50 4 38 
Nondurables 39 «19s 4 
Food & tobacco 54 22 24 
Textiles 44 16 44 
29 7 50 
p 36 «17 oa 
Printing & publishing ... .. 42 18 39 
Chemicals 28 #31 38 
Petroleum & coal product 57 4c89 
Rubber & leather 29 29 50 


CTATIONS 





CAPITAL SPENDING 


MILLIONS $ 


1952 1953 1954 1955 1956 i957 


| Spending in this area has not always followed 
national trends. In 1954 and 1955 local manu- 
facturers followed a different course. 


SPENDING PER WORKER 


DOLLARS 


400 
1952 1953 1954 1955 1956 1957 


3 If the forecast is accurate, it means that on the 
average, firms will spend $694 per employee 
for capital equipment. 


PLANS FOR 1957 


MILLIONS 

Petroleum and Coal 
Chemicals 

Primary Metals 

Food and Tobacco 
Fabricated Metals 
Transportation Equipment 
Paper 

Electrical Machinery 
Machinery (Except Electrical) 
Miscellaneous 

Printing and Publishing 
Textiles 

Stone, Clay and Glass 


Rubber and Leather Be] ACTUAL 1956" 4 


Apparel WB PLANNED 1957 


Lumber and Furniture 


2 In 1957 firms in total plan to spend 13 Pa 


more than in 1956 but more industrial ¢ 
expect declines than increases. 


DEVIATIONS FROM PROJECTIONS 
_ BER CENT 


{956 
1955 
1954 
1953 
1952 
1951 

1950 
1949 
1948 
1947 


4 Manufacturers don't always do what they 
In 1955 and 1956 they upped their pla 
a bit as the year progressed. 
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NO CHANGE INCREASE DECREASE 


There seems to be no apprehension about cur- 
rent inventory levels. 


EMPLOYMENT BY INDUSTRY 






Machinery (Except Electrical) 
Hedrical Machinery 
fabricated Metals 

Teatiles 

Tronsportation Equipment 
Niscelloneous 

Chemicals 

lumber and Furniture 
Himary Metals 

tuber ond Leather 

Paper 

Hinting ond Publishing 
‘Apparel 

BB Petoleum and Coal 

Sone, Clay and Glass 
food and Tobacco 








ey PANE OF the 16 industry classifications, 12 expect 
ins GUN Me increase in employment by March 1957. 








EMPLOYMENT PROSPECTS 


THOUSANDS 
§$5 
550 
545 
SEPT. 1956 DEC. 1956 MAR. 1957 


6 mika! eg totals will be somewhat larger, 
according to manufacturers’ expectations. 


PRODUCTION 


PER_CENT 
MB INCREASE 


[ ] MAINTAIN 
WM DECREASE 


40 


20 





3RD. QTR. 4TH. QTR. 1ST. QTR. 2ND. QTR. 
1956 1956 1957 1957 


8 Manufacturers’ anticipations of future produc- 
tion reveal a great deal of confidence. 
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Unquestionably, many of the industry classi- 
fications are affected by seasonal considerations. 
In spite of this the results seem overwhelming 
enough to indicate that manufacturers see good 
times for their own firms through the first part 
of 1957. 


A SUMMING-UP 


In the main, this survey of manufacturers’ plans 
and expectations provides encouraging answers. 
Capital spending planned next year is higher; 
employment is expected to inch upward; there is 
no wide apprehension about inventories; and 
firms expect production to roll along at a rising 
pace. 

Despite the predominantly optimistic tone to 
this report, there are a few discouraging aspects 


that might make one a little bit uneasy. On bal- 
ance, capital spending should go up, but many 
more firms plan declines than increases. Even if 
employment inches upward, it won’t be near 
where it was in 1953. If so many firms anticipate 
rising production levels, why is employment ex- 
pected to grow so slowly, and why are so many 
planning to cut back capital spending? 

What all of this could mean is that manufac- 
turers expect a good year in 1957, but as yet 
many of them aren’t certain enough of their con- 
viction to bet on it with higher capital outlays. 
If the year progresses as favorably as projected 
by the survey of production anticipations, a good 
guess would be that many additional firms will 
raise capital outlays, and the planned 13 per cent 
gain might be an underestimate. 
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FARM LENDING IN THE THIRD DISTRICT 


Results of a Recent Survey of Bank Loans to Agriculture 


“And then there is the farm problem. . . .” This 
phrase comes up again and again in any discus- 
sion of our otherwise peaceful economic land- 
scape. While the nation as a whole has prospered 
in recent years, the farmer has not. His income 
has declined while other incomes and almost all 
costs have risen. 

To find out more about the role of bank credit 
in agriculture, the Federal Reserve System re- 
cently conducted a nationwide survey. Both 
member and nonmember banks were asked to 
report details of their farm loans outstanding on 
June 30, 1956.* 

This article presents some of the more impor- 
tant tabulations, based on responses from 123 
banks, for the Third Federal Reserve District. 
The data are preliminary, hot off the computer 
so to speak, and may differ slightly from subse- 
quent figures published by the Board of Gov- 
ernors. 

Measured in the cold light of statistical totals, 
one might say that ours is not an important 
agricultural district. (See box.) But this does 
not mean that our agriculture is unimportant. 
Concentrations of industry bulk heavily in the 
aggregate figures, but farming affects a lot of 
people in a lot of places. It is of vital importance 
to many communities and to many banks. Let’s 
not forget we have the country’s most famous 
farm just outside Gettysburg. 

On the survey date of June 30, 1956, when a 
picture was taken of bank-loan portfolios, there 


*Loans guaranteed by the Commodity Credit Corpora- 
tion, relatively insignificant in this district, were ex- 


cluded from the survey. 


was an estimated $146 million in loans outstand- 
ing to almost 54,000 farmers in the district. Of 
this total, $56 million was real-estate debt 
charged to more than 10,000 borrowers. Infor- 
mation about these loans has been compiled into 
a three-facet picture to show details about the 
lenders, the borrowers, and the loans. 


THE BANKS ° 


Agricultural lending is chiefly a small-bank ac- 
tivity. In this district, about 80 per cent of the 
loans, gauged either by number or dollar 
amount, are made by banks with deposits under 
$10 million. The small local bank has a great 
advantage in small farming communities. It has 
first-hand knowledge of local conditions but, 
more important, it can really get to know its 
borrowers. 

Farm lending is quite different from business 
lending; the banker spends less time analyzing 


HOW THIRD DISTRICT STATES FIT INTO THE 
NATIONAL AGRICULTURE PICTURE 


Number of farms—158,000 or 3.3% of the nation 

Acreage—16 million or 1.4% of the nation 

Farm income—$444 million or 3.1% of the nation. 
In the three states, farm income 
was |.3% of personal income com- 
pared to a national percentage of 
4.7%. 

Net income per farm: 

Delaware 
New Jersey 
Pennsylvania 
U. S. average 
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MOST AGRICULTURAL LOANS 
WERE MADE BY SMALL BANKS 


Distribution 


sheaher Dollar 


amount 
of loans outstanding 


Size of bank 


Deposits: 
Under $3 million 31.8% | 24.0% 
3 million to 9.9 million . | 50.0 51.7 
10 million and over.... 18.2 24.3 


100.0%, | 100.0% 


\ statements and records and more time evaluating 


| ability and character. The small banker gets this 


\knowledge in the best way, through years of per- 


\ ay 
sonal association. 


ABOUT BORROWERS 


Net worth. The district has very few of those 
big farms you hear about out West. Like the 
lenders, our farmers are typically small-scale. 
About three-fourths of those who borrowed 
from banks were worth less than $25,000; the 
most common range was between $10,000 and 


$25,000. 


FARMER BORROWERS WERE NOT 
VERY WEALTHY 


Distribution 
Number of Dollar 


amount 
borrowers outstanding 
55%, 


Under $3,000 2.0% 
3,000 - 30.4 15.1 
38.7 37.7 
25,000- 99,999 17.5 35.0 
100,000 and over i213 
Unknown oF.) 28 


100.0% | 100.0%, 


Net worth 


Age. Farmer borrowers are not callow youths. 


Almost half of them are 45 years of age or older, 
and only 2 per cent are under 25. These statis- 
tics reveal a serious situation. Agriculture is 
becoming an older man’s business. It has been 
unable to attract the young in sufficient numbers. 
Rural children grow up and depart to seek their 
fortunes in the industrial cities, leaving farming 
to their parents. As yet, nobody has found a 
satisfactory answer to the old song, “How you 
gonna keep ’em down on the farm?” 

Size of farm debt. The average farmer owed 
about $2,700, which was represented by 1.4 
notes. But averages do not show the complete 


MOST FARMERS OWED LESS THAN $5,000 


Distribution 
Number of Dollar 


borrowers |__ ®#mount 
outstanding 


Size of debt 


Under $250 
250 - 
1,000- 4,999 
5,000 - 24,999 
25,000 and over 


100.0%, | 100.0% 


picture here. A few borrowers with large debts 
overshadowed the large number with small bor- 
rowings. About 47 per cent of the farmers owed 
less than $1,000, but 15 per cent of them ac- 
counted for over half of the dollar volume. \ 

Many farmers have been in continuous debt to\ 
their banks for a long time. This is to be ex-) 
pected on long-maturity, real-estate loans but a 
large number of farmers without real-estate debt 
have been borrowing continuously since 1953 or 
earlier. This is at least a partial reflection of 
the hard times the farmer has endured. The 
squeeze of falling income and rising costs appears 
to have forced some farmers to pay off one loan 
with the proceeds of another. 





Type of farm. Diversity is an important 
characteristic of Third District agriculture. Not 
only do we have many different types of farms, 
but the same farm often raises a variety of 
products. Loan ledgers generally reflect this 
diversified pattern. Although there are many 
specialized borrowers, more than half are “gen- 
eral” farmers. The amount of borrowing by farm 
type tallies pretty closely with the distribution of 
farm income, with one exception. Poultry farm- 
ers receive more than one-fourth of the cash 
income, yet do little more than 7 per cent of the 
dollar borrowing. This relatively light borrowing 
from banks does not mean that poultry men are 
not in debt, for they rely more on another source 
of credit—feed dealers. These dealers not only 
sell their products on credit, but they actually 


make a considerable number of cash loans. 


THIRD DISTRICT AGRICULTURE 
IS HIGHLY DIVERSIFIED 


Distribution 
alien Dollar 


amount 
of loans outstanding 


Type of farm 


General (no major product} 
Dairy 

Other major product .... 
Poultry 

Cash grain 

Meat animals 

All other 


Purpose of loan. Farmers employ bank 
gredit for many purposes. They use it in almost 
every phase of the agricultural operation, from 
purchasing land to getting crops to market. The 
most common purpose is to buy machinery and 
\equipment (31 per cent of all notes). Though 
fewer in number, real-estate loans account for 


the largest single dollar amount (38 per cent). 
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FARMERS BORROWED FOR MANY PURPOSES 


Distribution 
Dollar 
amount 
outstanding 


Buy farm real estate 
Buy machinery, trucks, etc. | 30.9 
Improve land and buildings} 8.1 
Purchase other livestock 

than feeder 9.5 
Current operating and 

family living expenses.. | 17.2 
Consolidate or pay other 

debts 5.4 
Purchase feeder livestock. 2.9 
Purchase consumer 


durable goods 5.3 
Other purpose 5.4 


100.0% 
LOAN DETAILS 


There is no standard agricultural loan. As farm 
ers and their needs differ, so do the character 
istics of their loans. This flexibility enables th 
bank to fit the loan to the needs of the borrower.| 
There are long loans and short, large and small, 
secured and signature—each feature representing 
a blend of the bank’s and the farmer’s interests. 

Size of loan outstanding. Like the borrower 
and the lender, the agricultural loan was small. 
The average note outstanding was $1,980, ac- 
cording to the survey. Large notes were relatively 
rare; about 11 per cent were for amounts over 
$5,000; yet these few were large enough to ac- 
count for 50 per cent of the total dollar amount 
outstanding. 

Participation loans are rare in agriculture, 
particularly in small farm districts such as ours. 
But still the banker does not originate all his 
loans to farmers. In some cases, he buys retail 
paper from feed and machinery dealers who do 
not choose to carry it themselves. Almost 20 per 
cent of the loans in bank portfolios were ac- 
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SMALL LENDERS AND SMALL BORROWERS 
ADD UP TO SMALL LOANS 


Distribution 


Number Dollar 


amount 
of loans outstanding 


Size of loan 


Under $250 
250 - 


5,000 - 24,999 
25,000 and over 


quired in this manner, but they were relatively 
small notes. The average size was $669 and such 
paper made up 7 per cent of the dollar volume 
of bank loans outstanding. 

Interest rates. The survey shows interest 
rates as of June 30, 1956, and it is safe to say 
that they have been subject to upward pressures 
since that date. Average effective rates were 5.70 
per cent on non-real estate loans and 5.09 per 
cent on loans secured by farm land. Though 
larger loans seemed to command slightly lower 
rates, the vast majority of loans and dollar 
amounts fell in the 5 through 6 per cent range. 


SIX PER CENT WAS THE 
MOST COMMON INTEREST RATE 


Distribution 


Seals Dollar 


amount 
of loans outstanding 


Effective interest rate 
per annum 


Repayment method. More than half, 57 per 
cent, of all farm loans fall in the single-repay- 
ment classification. A word of qualification may 
be necessary here, however. “Single payment” 
includes all loans nominally designed to be liqui-| NN 
dated by one repayment. It does not take into} | 
account the manner in which repayment actuall 
is made, and there may be differences betwee 
the nominal and the actual. Some loans, origi- 
nated as single payments, carry the tacit under- 
standing that the borrower may repay in instal- 
ments. The single-payment figures in the table 
would probably be a good bit lower if the loans 
had been reported by actual repayment method. 


MORE THAN HALF THE FARM LOANS 
WERE SINGLE PAYMENT 


Distribution 


Number Dollar 
of loans amount 


outstanding 


Repayment method 


Single payment 
Instalments—interest 
charged on the unpaid 
balance 
Instalments—interest 
charged on the original 
amount 2.8 


100.0% 
4 
Security. Farm lending has a highly personal ; 
flavor and, in many cases, the farmer himself is | 
considered the best security for his loan. Accord- , 
ingly, a large number of farm loans are, 
{ 


‘ 


unsecured. 
Farmers use their land to secure loans of many. 


different types. About two-thirds of the loans 


secured by real estate were used to purchase real 
estate, i.e., the typical mortgage transaction. The 
remainder covered a variety of purposes: pur- 
chase of livestock or equipment, payment of cur- 





OVER ONE-THIRD OF THE LOANS 
REQUIRED NO FORMAL SECURITY 


Distribution 


Number Dollar 


of loans amount 
outstanding 


Security 


Farm real estate (excluding 
Government guarantee} 

Unsecured 

Chattel mortgage, condi- 
tional sale contract ... 

Endorsed or co-maker ... 

Government guarantee 
(except by Commodity 
Creat Corps |... .. 1.4 


19.4%, 
38.7 


43.7%, 
26.3 


14.8 
23.6 


12.5 
12.2 


2.8 


2.1 2.5 
100.0% | 100.0% 


rent expenses or the consolidation of existing 
debt. 

; Real estate possesses important advantages as 
a security. It is usually the most valuable thing 
the farmer owns; it cannot die or run away, nor 
can it be completely ruined by hail or drought. 
Although pledging real estate involves some legal 
red tape, a definite and easily enforceable lien 

\ can be established. 


business review 


Maturity. The maturity of farm loans de- 
pends in large measure on their purpose. Used in 
a productive manner, bank credit helps generate 
the funds for its repayment. Thus crop loans are 
of about the same duration as the growing sea- 
son. Livestock loans are longer, covering the time 
it requires to ready the animals for market. 

While a lot of demand loans are used to pur-| 
chase farm real estate, it does not necessarily 
follow that they are of short effective maturity. 
Theoretically, demand loans can be terminated at 
the will of the banker but, as in the case of the 
repayment method, theory does not always indi- 
cate practice. Many of these demand loans have 
probably been on the books for a long time. 
Often by previous agreement the banker refraing 
from “demanding.” 

Days overdue. About 3 per cent of the re- 
ported agriculture loans were overdue on June 
30, 1956. More than one-third of these delin- 
quencies (about 1 per cent of all loans) were past 
due for 93 days or longer—an indication that 
some farmers are having real trouble meeting 
their obligations. 


MANY REAL-ESTATE LOANS WERE PAYABLE ON DEMAND 


Distribution of number of 


Loans to buy 
farm real estate 


| - 6 months 

6-mo. - | yr. 

Pee ee Lee cuales +e Maier s 
Over 5 years 


Distribution of dollar 
amount outstanding 
Loans to buy Non-real 
farm real estate | estate loans 


Non-real 
estate loans 





FOR THE RECORD... 


Third Federal Factory* Department Store 
Reserve District United States 


Check 
Employ- Payments ~ 
Per cent change ment Payrolls Sales Stocks 
LOCAL 


CHANGES 
Seer ; ’ Percent | Percent | Percent | Percent | Per cent 


— change change change come q 
mo. | year s Sept. Sept. Sept. Sep 
ago | ago 1988 co 1956 from |1956 from |1956 from |1956 "ical 


mo. | year} mo. | year | mo. |year| mo. |year| mo. we 
ago | ago| ago | ago |ago | ago | ago |ago | ago 
OUTPUT 
1 1 


Manufacturing production. . . 
i . 
Gea Allentown... H1 ....|- 9]— am 


EMPLOYMENT AND Harrisburg. . . eeepc ceebee col cee) nna 
INCOME 
ee eae. | a Lancaster... . + 3|+ 3|+19 + 5|- 3]+3 


SUMMARY 


TRADE** Philadelphia. . + 2)+ 514+43/+ 5/+ 8]/+ 9/- 9 Ox 
Department store sales... . 


Department store stocks...... 


BANKING d 
(All mains benin) Scranton 0} +12}/+13/-— 6/+ 9/+ 8/-13}-— 3 
Deposits. . ; ; 

NS 26.0. Scio , 

Investments . 

U.S. Govt. securities . 
Other ; 

Check payments. 


PRICES Wilmington... +1] —3| + 2]— 1|+16]+ 8] +15|+11]+10] -13 § 
Wholesale eins das i 
Consumer 


Reading — 1/+ 6]4+37|/4+14|+12/+ 5|-18]/- 8 = 


Trenton +11] + 3/+34]+ 7|+12]+11|-17] +16 7 


1tti++ 
104 Vet 


Wilkes-Barre} —1| —4] — 9+ 2]+21/+ 4|+ 4]— 9]-13]- 9 = 


++ 


+2 O|+ 8}+ 2}— 21+ 4|+ 1|-16 -13°@ 


*Based on 3-month moving averages. +20 Cities *Not restricted to corporate limits of cities but covers areas of one or 
** Adjusted for seasonal variation. }Philadelphia more counties. 
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